Merger and Acquisition had been the most popular means of inorganic expansion of companies over the years. It is extensively used for restructuring the business organizations. Companies undertake mergers and acquisitions based on strategic business motivations that are, in principal, economic in nature. This research study attempts to evaluate the impact of pre and post financial performance of the acquirer companies. This will be done by comparing the pre-merger and post-merger performance of the acquirer company in selected M & A deals in India in two periods-2007-2008 (selected due to 2008 global financial crisis) and 2012-2013 (Many deals rose after 2010 and then again in 2012-2013) using select financial ratios and paired t test at 5% significance.
The paper from Viral Upendrabhai Pandya [3] tries to measures the mergers and acquisitions sector of India from 1991 to 2010 with the help of time-series data along with major recent worldwide development. This paper also tries to categorize trends in manufacturing and non-manufacturing sectors to provide definite evidence for motives and reasons behind the particular behavior observed, and the prospective future of mergers and acquisitions activity in India.
Rabi Narayan Kar and Amit Soni's paper [4] emphasized on stating mergers as a strategy to enhance the Enterprise value. Researchers analyzed and selected the period post liberalization to analysis the impact of the Mergers.
Agnihotri [5] investigate and analyzed determinants of acquisitions in three industries in India and find that the volatility of earnings and business group affiliation has a significant influence on acquisitions by Indian firms.The paper focused more on increase in earnings due to Acquisitions.
Erel, Liao, & Weisbach [6] reveals in the paper that acquisitions take place when perceived advantage in the form of production efficiencies, market power, and tax considerations are higher for combined entities compared to Pre-Acquisition. Researcher suggests in the paper that a firm should perceive sufficient benefits from a cross border acquisition before it prefers to pursue an international acquisition strategy. Kumar [7] discusses about the transformation of Hindalco, an Indian aluminium producer into one of the world's largest aluminum manufacturers, suggests that while firms from the developed world use M & A for cost saving and size synergies; emerging market firms are motivated by a strategy to acquire competencies, brands, knowhow and technology that could transform them into global leaders. As the emerging market M & A are not driven by the desire for cost saving, downsizing, etc integration is smoother and less disruptive.
Research Methodology
The Company selected for the study would be for the period for which the Merger and Acquisition happened in the period 2007-2008 and 2012-13. The acquiring company selected for study are Indian companies. Secondary data for 3 years period for pre-merger and post-merger would be taken for analysis. Ratios giving information on operating efficiency considered for study.
Hypothesis
H0: There is no significant difference in the mean efficiency ratio of the selected Acquirer company pre-merger and post-merger.
H1: There is significant difference in the mean efficiency ratio of the selected Acquirer company pre-merger and post-merger.
To verify hypothesis T-test will be conducted to understand the effect of mergers on the operating efficiency of the company before and after merger. The test will be considered at 5% significance.
Introduction
Mergers and Acquisitions (M & A) are defined as consolidation of companies.
Difference between the two terms, Mergers is the combination of two companies to form one, wherein Acquisitions is one company taken over by the other. M & A is one of the important aspects of corporate finance world. The idea behind M & A is generally given is that the two separate companies together create more value compared to being on an individual stand. With the main objective of wealth maximization, companies keeps on evaluating different opportunities through the route of merger or acquisition. In this, always synergy value is created by the joining or merger of two companies. The synergy value can be analysed either through the Revenues (higher revenues), Expenses (lowering of expenses) or the cost of capital (lowering of overall cost of capital).
Its obvious that, both sides of an M & A deal will have different ideas about the worth of a target company: Its seller wants to value the company at as high of a price as possible, while the buyer would try to get the lowest price that he can.
There are, however, many legitimate ways to value companies. The most common valuation method is to look at comparable companies in an industry, but deal makers implements a variety of other methods and tools when assessing a target company. Some of them are as follows:
Comparative Ratios. The following are two examples of the many comparative metrics on which acquiring companies may base their offers:
Price-Earnings Ratio (P/E Ratio)-With this ratio, An acquiring company makes an offer that is a multiple of the earnings of the target company. Looking at the P/E for all the stocks within the same industry group will give the acquiring company good guidance for what the target's P/E multiple should be [4] .
Enterprise-Value-to-Sales Ratio (EV/Sales)-With this ratio, the acquiring company makes an offer as a multiple of the revenues, again, while being aware of the price-to-sales ratio of other companies in the industry [4] .
Replacement Cost-In a very few cases, acquisitions are based on the cost of replacing the target company. For simplicity's sake, suppose the value of a company is simply the sum of all its equipment and staffing costs. The acquiring company can literally order the target to sell at that price, or it will create a competitor for the same cost. Naturally, it takes a long time to assemble good management, acquire property and get the right equipment [8] . 
The Premium for Potential Success
Acquiring companies nearly always pay a substantial premium on the stock N. Poddar DOI: 10.4236/tel.2019.94067 1043 Theoretical Economics Letters market value of the companies they buy for. The justification for doing so nearly always boils down to the notion of synergy; a merger benefits shareholders when a company's post-merger share price increases by the value of potential synergy [9] .
It would be highly unlikely for rational owners to sell if they would benefit more by not selling. That means buyers would have to pay a premium if they hope to acquire the company, regardless of what pre-merger valuation tells them. For sellers, that premium represents their company's future prospects. For buyers, the premium represents part of the post-merger synergy they expect can be achieved. The primary driver amongst Merger and Acquisition is to maximize shareholder value i.e. by increase in the market value of the firm due to the merger.
This can be achieved by increasing its profits, which, in turn, can be achieved by cost efficiency of scale, economies of scope and economies of vertical integration and synergies through cost savings-research and development, rationalization, purchasing power, creating internal capital markets and financial savings-tax and interest rates [4] .
In recent times, mergers and acquisition have been a panacea for highly leveraged companies. This trend is seen especially after 2015, as the banking sector became strict in lending. Unlike in the past, where growth was the major driver of most M & A deals, over leverages companies attempted to reduce debt by selling assets.
Data and Methodology
The corporate deals selected for analysis are Mergers and Acquisitions that are which was during the period of global recession and 2012-13 was the period wherein major deals took place. Hence the two years were selected for the study.
The following M & A deals have been selected for analysis.
2007-08
DrReddys Laboratories-Betapharm
Colgate-Palmolive
Tata Motors-Jauguar [7] . 9) Indian Oil Corporation Limited, commonly known as Indian Oil is an Indian state owned oil and gas company with registered office at Mumbai and primarily headquartered in New Delhi. It is the largest commercial oil company in the country, with a net profit of INR 19,106 crore for the financial year 2016-17 [7] . 10) A $13 billion. Conglomerate, JSW Group is one of India's largest business conglomerates. It is led by Sajjan Jindal and part of the US $15 billion O. P. Jindal Group. Earlier, the name was Jindal South West. Later, the company adopted the name of JSW to promote it as a brand [7] .
The data for the M & A deals analysis has been sourced CMIE-Prowess and for the acquirer company has been sourced from Moneycontrol.com. Money control gives the data for ratios whereas CMIE-Prowess gives details about the deals, it does not give calculation of ratios. Hence for deal details CMIE-Prowess was used and for ratio Money control was used for data collection. An average of three years pre-merger and post-merger data has been compared. The data includes selected efficiency ratios. In order to statistically prove that the merger has had an impact on the efficiency of the acquirer company post-merger, the paired t test has also been used. This tests will show whether the post-merger performance is statistically different from the pre-merger performance.
1) Select Financial Ratios Total Asset Turnover, Fixed Asset Turnover, Inventory Turnover ratio, Debtors Turnover ratio, Creditors Turnover ratio, Working capital turnover ratio [10]. a) Total Asset Turnover-The asset turnover ratio is calculated by dividing net sales by average total assets. Net sales, found on the income statement, are used to calculate this ratio returns and refunds must be backed out of total sales to measure the truly measure the firm's assets' ability to generate sales average accounts receivable during the same period. e) Creditors Turnover-Accounts payable turnover ratio (also known as creditors turnover ratio or creditors' velocity) is computed by dividing the net credit purchases by average accounts payable. It measures the number of times, on average, the accounts payable are paid during a period. f) Working capital turnover ratio-he working capital turnover ratio is calculated by dividing net annual sales by the average amount of working capitalcurrent assets minus current liabilities during the same 12-month period.
2) Paired t-test The paired sample t-test is used is used to assess whether the mean difference between two sets of data is zero or not. The means of two samples can be calculated which can be in the form of data pre and post an event and understand if there is any difference between the means of the data or not. Here T-test is conducted to understand the effect of mergers on the performance of the company before and after the merger.
Two Hypothesis-the null hypothesis and the alternative hypothesis is considered for testing. The null hypothesis will assess that the mean difference between pre and post data is zero and the alternative hypothesis will assume that the mean difference between the two is not equal to zero. The test is considered at 5% significance.
Analysis and Findings
In this study, two periods of data have been considered for analysis-pre-merger and post-merger Efficiency ratio of the Indian acquirer company in selected M & A deals in the periods-2007-2008 and 2012-13. To compare performance of the acquirer company pre and post merger, an average of three years selected efficiency ratios is calculated for each acquirer company. The year of the merger has not been considered in the calculation of the average.
Performance of select M & A deals in the period 2007-08
For the period 2007-08, 11 cross-border M & A deals are included and Table  1 shows the average of the three years ratios.
Based on Table 1 , in terms of efficiency it appears that the average Total asset turnover ratio for three out of eleven companies has improved post-merger, Inventory turnover ratio has improved only in the case of Colgate-Palmolive, Drs Turnover ratio has improved post-merger for three out of eleven companies. In terms of Fixed asset turnover ratio shows an improvement only in two cases out of seven. It is only in the case of Colgate-Palmolive as an acquirer that improvement is seen in all the selected ratios.
To empirically prove that post-merger there is a significant difference in the performance of the acquirer company, the paired t test has been used. Table 2 shows the results of the paired t test for the selected ratios in the period 2007-2008. The null hypothesis for the paired t test states that the mean difference in average selected ratios pre-merger and post-merger is 0. Because the p-value in Table 2 for all the selected ratios are greater than the significance level of 0.05, the decision is to accept the null hypothesis and conclude that there is a no difference in the average selected financial pre-merger and post-merger.
Performance of select M & A deals in the period 2012-13
For the period 2012-13, 12 cross-border M & A deals are included and Table   3 shows the average of the three years' ratios. Based on Table 3 , in terms of Debtors Turn over efficiency, it appears that the for three out of twelve companies has improved post-merger, return on assets has improved post-merger only in the case of TCS. In terms of productivity, the asset turnover ratio shows that the ratio has remained the same or declined post-merger for all eight out of the twelve deals. Table 4 shows the results of the paired t test for the selected ratios in the period 2012-13. The null hypothesis for the paired t tests states that the mean difference in average selected ratios pre-merger and post-merger is 0. The p-value in Table 4 above for the 3 selected ratio is less than the level of significance of 0.05, the decision is to reject the null hypothesis and conclude that there is the difference in the average of selected ratios (pre-merger and post-merger). Based on the above results, it appears the performance of the acquired companies in both the periods 2007-08 and in 2012-13 did not show appreciable value accretion to the company in question. However, in the period 2007-08, on the basis of efficiency ratios, it appears that the proportion of companies showing positive change post-merger is greater than companies in 2012-13. This could be attributed to the weak global and domestic scenario in 2012-13. In 2008 due to financial crisis also there could be a reason for the efficiency going down. Despite the variation in drivers for M & A in the two period under study, the performance of the acquirer companies improved marginally or actually deteriorated.
The findings can be attributed to many factors including Indian companies paying less than required attention to integration issues early in a deal. International companies, on the other hand, before inking the deal, demand for a detailed synergy assessment and integration plan. Other factors could be that after the deal, the acquired asset may not hold as much attention and be allowed to run down in value and cultural disparity and post-integration hurdles. Indian companies still need to improve on skills required to monitor the success of deal while the target may be looking for cost savings, synergies for the new arrangement. The study found that Indian companies are more adept when merging products or services and diversification into new products or markets. It is imperative to have a post-merger plan in place, except maybe when raw material price arbitrage is the key focus and it appears that few Indian acquiring companies have the plan well in sight.
Conclusion
The period under study reveals that the whole M & A deals appears to have added less than expected value to the acquirer company. This could be on account of many factors including macroeconomics environment (timing of the deal) and the drivers for merger from the perspective of the acquirer company. It appears that there are some overarching factors leading to constrain the performance of the Indian acquirer companies, global financial crisis. The period understudy was restricted for pre-1 year and post-1 year, long term study can be done to study the impact over a period of time.
